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Includes fresh and processed fruits, vegetables, tree nuts, nursery products,
flowers, wine, beer, juices, and miscellaneous, as defined by FAS.

Over the period 1991-2001, U.S. imports of horticultural products rose from $8.6 billion to $17.2
billion, while U.S. exports of horticultural products rose from $6.6 billion to $11 billion. Key factors
behind the rise in imports include: the relatively open U.S. import regime (U.S. bound agricultural
tariffs average 12 percent compared with the global bound average of 62 percent); the strong dollar
which has made imported products relatively less expensive; the growth in the U.S. population from
about 253 million in 1991 to 280 million in 2001; the rise in U.S. GDP per capita from $24,000 in
1991 to about $35,000 in 2001, total per capita consumption of fruits and vegetables rose 19 percent
from 1982 to 1997. Key factors limiting export growth: the strong dollar has hindered U.S.
competitiveness abroad; many countries continue to maintain restrictive market access policies,
primarily in the form of high tariffs; increased competition, as some countries, such as those in the
European Union, have raised levels of horticultural production by providing direct and indirect
subsidies and other assistance; economic slowdown in key consuming countries, such as Japan.

[Check Out the New U.S. Trade Internet System Website. Goto
http://www.fas.usda.gov/ustrade]

Approved by the World Agricultural Outlook Board/USDA



For further information, contact:
U.S. Department of Agriculture - Foreign Agricultural Service
Horticultural and Tropical Products Division
1400 Independence Ave., SW. Stop 1049
Washington, DC 20250-1049
Telephone: 202-720-6590
Fax: 202-720-3799
http://www.fas.usda.gov/htp
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Erik Hansen 202-720-0875 Tree nuts, processed vegetables (excl. potatoes), EU trade policy, circular
team & homepage coordinator

Bob Knapp 202-720-4620 Canned deciduous fruit, sugar

Edwin Lewis 202-720-5028 Kiwifruit, stone fruit, nursery products, avocados, NAFTA quarterly
report, circular web team

Emanuel McNeil 202-720-2083 Fresh vegetables (excl. potatoes), cut flowers

Heather Page Vdthuis 202-720-9792 Wine, brandy, table grapes, grape juice

Debra A. Pumphrey
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Fresh and processed citrus, coffee, trade questions on tea, cocoa, essential
oils & spices, & information technology coordinator
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Export Summary

U.S. exports of horticulturd products to dl countries in January totaled $832 million, an increase of 2
percent from the same month ayear earlier. The categorieswith increasesin January weretree nuts (up 19
percent to $87 million), essentid ails (up 4 percent to $54 miillion), fresh fruit (up 16 percent to $161
million), and fresh vegetables (up 1 percent to $103 million). The categories with the most sgnificant
decreases were fruit and vegetable juices (down 22 percent to $48 million), miscellaneous horticultural
products (down 7 percent to $161 million), and wine and beer (down 5 percent to $42 million).

January 2002 exports to Canadawere up 7 percent from January 2001 to $270 million, while exportsto
the European Union fell 4 percent to $147 million, sdlesto Japan fell 12 percent to $109 million, and sles
to Mexico fdl 13 percent to $71 million. Exportsto severd Asan countries showed significant growth in
January 2002 compared with the previousyear. Exportsto Hong Kong were up 34 percent to $36 million,
exportsto Korearose 40 percent from January 2001 to $28 million, exportsto Taiwan rose 52 percent to
$19 million, and exports to Chinarose 25 percent to $16 million.

Exports for the Fiscd Year (FY) 2002 period were down dmost 2 percent from the same period in FY
2001 to $3.7 billion. Tree nut exports were up about 4 percent to $552 million for the October- January
2001 period, while essential oilsexportswere up 8 percent to $214 million, and processed vegetablesrose
about 1 percent to $547 million. All other categoriesdeclined. Exportsto Canadaroselessthan 1 percent
to $1.06 hillion for the October-January period, while exports to the European Union and Japan fell 4
percent and 9 percent respectively, compared with the same period in FY 2001. The fastest growing
marketsfor FY 2002 to date are: India, up 38 percent; Korea, up 23 percent, China, up 12 percent and
Mexico, up 10 percent. Export to most other magjor markets declined during the October 2001- January
2002 period from the same period in FY 2001.
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To access FAS Attache Reports online, please reference the following Internet address:
http://www.fas.usda.gov/scriptsw/attacherep/defaul t.asp

Search through the country and market reports prepared by FAS attaches covering over 20 horticultural and
tropical product commodities and nearly 130 countries. Search by keyword, including country and commodity.

What:=s New on the Homepage?

The Horticultural & Tropical Products Division has introduced an enhanced feature on its homepage designed to
bring the latest information to the public as efficiently as possible. The site will contain information on policy and
technical developments affecting trade in horticultural commodities, as well as selected reportssubmitted by FAS
overseas offices and special reports prepared by the division. The information will typically remain on the site for
approximately one month, before being archived. For further information on this new feature, please contact
Nancy Hirschhorn (202) 720-2974. Go to http://www.fas.usda.gov/htp/ and click on "What's New?"
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Situation and Outlook for Macadamia Nuts

Macadamia nut prices continueto fall in the United States as a result of world oversupply.
Total world suppliesareforecast at arecord 118,688 tonsfor 2001/02, up 8 per cent from last
year. Forecasted acreage and yield increasesin Augtraliaand South Africa, theworld’ sfirst
and third largest producers, respectively, are expected to increase wor ld supplieseven more
in 2002/03. Thelingering effects of the economic crisisin Asia, the largest regional market
for U.S. exports, are disappearing. However, stiff competition from other macadamia
producing countriesand a strong U.S. currency continueto weaken demand for U.S. exports.
Exportsfrom selected countries areforecast to increase 16 percent to arecord 58,952 tons.
Australiaremainstheworld’slargest exporter of macadamias, accounting for 46 percent of
total world exports. The United States, the world’s second largest producer, isthe largest
ﬂ;le export market for Australia, South Africa, Guatemala, Brazil, and Costa Rica.

GLOBAL PRODUCTION

World production of macadamia nuts is expected to reach 87,754 metric tons in 2001/02, up 8 percent
fromthe previousyear. Approximately 40 percent of al the macadamianuts produced worldwide originate

from Audrdia

Thetop four producersin 2001/02 are Australia (34,300 tons), United States (24,494 tons), South Africa
(12,000 tons) and Guatemala (9,360 tons). Other key producersinclude Costa Ricaand Kenya.

Top 4 Producers of Macadamia Nuts
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Australia

Ausrdiaistheworld’ slargest macadamianut producer. Output in 2001/02 isforecast at 34,300 tons, an
averagesizecrop. Although the season started well for macadamias, areturnto normal westher conditions
in mid-season dightly reduced yield potentiad. Climatic conditions deteriorated further in the lead up to
harvest, with the crop experiencing hot and dry conditions. High wind and low humidity during thistime
adversdly affected soil moisture, further reducing yield potential. Asaresult, thecrop achieved only average
yields. Commercia production hastraditionally been centered in northeastern New South Waleswith some
productionin southeastern Queendand. However, asaresult of recent planting, Queendand now accounts
for around 40 percent of total production. New South Wales producesover haf of Austrdia sproduction,
whilesmdl plantingsexist in Western Audtrdia. Macadamiatreesrequire rich soilsand high annud rainfall

or irrigation to produce commercia quantities of nuts.

Australian Contribution to World Production

Metric Tons
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Guatemala

The Guatemalanut crop for 2001 is estimated at 9,360 tons benefiting from favorable weether conditions.
Average yidds for 2001 are estimated at 5.8 tonghectare, up from the previous year's average of 4.9
ton/hectare. Increases in yields are mainly due to maturing trees and good agricultural and management
practices. 1n 2002, production isforecast to increaseto 9,800 tons, with averageyields expected toremain
steady at 5.8 tons/hectare. Some increases in yidds are expected in the next five years as new plantings
begin bearing fruit, new trees are planted and older trees mature.

Guatemaad s planted areafor macadamianuts during 2001 is estimated at 3,760 hectares, of which 1,610
hectareswere harvested. Planted areafor 2002 is expected to increaseto 3,875 hectaresasnew treesare
planted. Harvested area is expected to increase to 1,690 hectares as young trees begin bearing fruit.
Planted area and harvested area vary since many plantations are not yet in production due to new trees
planted.
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Kenya

Macadamia nuts experienced an upsurge in production to 5,800 tons in 2001, due to improved wegther
conditions after the drought experienced in 1999/2000, margina increases in bearing trees, and dight
improvements in agronomic practices. There has aso been modest expansion in the area planted and
greater focus placed on protected cropping. The area under macadamia, presently estimated at 8,000
hectares, is expected to increase dowly. During the first Sx monthsof 2001, demand for planting materia
gtarted picking up due to favorable rainsin production aress.

South Africa

South African macadamia production in 2002 isexpected to increase by 15 percent from the previousyear
to 11,000 tons. Thisisdueto the dternating “on year” nature of the trees, favorable weether conditions,
expanded area, and an increase in the number of bearing trees. The industry is expected to continue to
expand in the next five years or S0 because of the establishment of rew production areas. Expansion
includes the recent establishment of a 600-hectare macadamia orchard in Maclands of the Northern
Province by Macadamia Industrial Development Corporation’s subsidiary, Sapekoe. New production
areas have d so been established in Mpumaanga, around White River and Nel spruit, and Kwazlulu Natd in
the South Coast.

United States

Hawaii’s 2001-02 preliminary macadamia nut crop is estimated at 24,494 tons, up 8 percent from last
season’ scrop, according tothe Hawaii Agriculturd Statistics Service (HASS). Totd crop acreageisalittle
less, dthough there was a dight increase in harvested acreage. Weather during the past year had mixed
effects on orchards, depending on location. South K ona orchards continued to experience the prolonged
drought, reducing yields, while normally very wet areas had better than expected weether. Overdl yidds
averaged 3.03 pounds per acre, 210 pounds above last year. The prdiminary farm price for net, wet in-
shell macadamia nuts averaged 58.0 cents per pound, down 1.0 cent from the 2000/01 average. Farm
prices have not been this low since the 1978-79-crop season. Thefarm vaue of macadamianuts totaed
$31.3 million, up 6 percent from last season. Ongoing foreign competition continued to put downward
pressure on the prices received by Hawaii’s growers.

Tota acreagein crop dropped 400 hectaresfrom the previousyear to 7,284 hectares, the lowest total Snce
1984/85. Harvested area increased by 40.5 hectares totaling 7,203 hectares. Some growers have
replanted other crops. The Satewide estimate of macadamianut treestotaded 1.3 million, of which virtudly
al were 6 yearsand older. For the first time since 1946, most of the total areais harvested area.
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U.S. Macadamia Farm Price is Falling
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GLOBAL TRADE

Tota world exports are expected to reach 58,952 tonsin 2001. Thisisa 16 percent increase from 2000
and a 39 percent increase from 1999. Approximately 40 percent of the world’ s exportsin 2001 originate
from Audrdia All mgor producing countries are expected to increase their exports, with Kenya and
Guatemda showing the largest percentage increase compared to last year.

Top Macadamia Nut Exporters
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Australia

Total macadamia nut exports are expected to reach 27,300 tonsin 2001/02, up 5 percent from last year.
Low domestic prices and a weak Audrdian dollar have kept exports high during a period of average
production. Industry sources have described export demand as high and are concerned that supply is not
adequate to fully service export markets. Whilethethreelargest export markets continueto bethe United
States, Hong Kong, and Japan, their share of total exportsfell for the second year in arow from 68 percent
in caendar year 2000, to 66 percent during the period March to November 2001. Thisisin line with
industry effortsto continue diversifying export market opportunities away from the larger markets such as
the United States. Although export volumesto many smaller markets decreased, marketswhere Audtrdian
industry has previoudy been active in promotion (such as Germany) increased in volume.  Exportsto the
United States for the period March to February 2001/02 fell to 5,478 tons, compared to the 8,282 tons
reached inthe same period of the previousyear. Lower stocksand increased penetration in other countries
such as Belgium contributed to this devel opment.

Australian Exports of Macadamias
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Guatemala

Macadamia nut exports for calendar year 2001 reached 9,000 tons, a 22-percent increase from the
previousyear. During that sameyear, 25 percent of exportswere on ashelled-kernel basisand 75 percent
were as afinished good product. The United States continues to be Guatemad s largest export market,
reaching 4,500 tonsin 2001. Exportsin caendar year 2002 are forecast to once again increaseto 9,500
tons. The average macadamiakerne export price during 2001 was between $2.80 and $2.90 per pound.
In 2002, the average priceis expected to remain steady at the $2.80 per pound level. According to thetwo
exporting companies, their marketing effortsfor the next five yearswill beto increase exports, especidly to
their srongest market, the United States. Producersare receiving technica ass stance from both exporting
companiesin order to improve the Guatemaan macadamianut qudlity.
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Kenya

Tota macadamia nut exports are expected to reach 6,052 tonsin 2001/02, up 54 percent from last year.
Japan, Germany, and the United States are Kenya sbiggest export marketsfor macadamianuts, with Japan
taking in almost 70 percent of the exports. Exportsto Japan are expected to go even higher during the year
2002. Dueto dtractive terms of payments and norndemanding production conditions of the macadamia
treg, it isvery likdly that production will continue to rise.

South Africa

Macadamia nut exports for calendar year 2001 reached 10,400 tons, a 13- percent increase from the
previousyear. The United States and Europe continueto be South Africa slargest export market. Exports
in calendar year 2002 areforecast to once againincreaseto 11,400 tons. The average macadamiakerndl
export price during 2001 was between $1.05 and $1.10 per pound. 1n 2002, the

average price is expected to remain steady at the $1.10 per pound level. The industry exports about 90
percent of itstota production.

United States

Total macadamia nut exports are expected to reach 4,300 tonsin 2001/02, up 43 percent from last year.
Japan, Canada, and Koreaare the United Statesthree largest export marketsfor macadamianuts. Jgpanis
gl thelargest single country market, purchasing dmost 42 percent of U.S. macadamiaexports. The United
States exports mostly prepared or preserved macadamias. With the exception of Hong Kong and Taiwan,
Adsan marketsaredoing well comparedtolast year. U.S. exportsof macadamianutsto Korea, Singapore,
China, and the Philippines have dl increased. Sales to Canada, the United States second largest market
increased 224 percent from the previous year, reaching 482 tons. However, sdes to other important
markets, including the Netherlands, decreased.

U.S. Exports of Macadamia Nuts
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Tota macadamianut imports are forecast to decrease dightly to 23,875 tons, dueto increased production
inthe United States. Other macadamia producers aredowly expanding production for export to the United
States, theworld’ slargest macadamiaconsumer. Rising U.S. consumer income and spending have beena
big factor in soaking up some of the excess world supplies. Additionally, U.S. food processors report
difficulties in procuring a steady 12-month supply from Hawaii. The mgority of macadamiaimports are
bulk and industrid product intended for processing.

U.S. Imports of Macadamia Nuts
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CONSUMPTION AND MARKETING

Consumption for sdected countries (Austrdia, Costa Rica, Guatemaa, Kenya, South Africa, and the
United States) is expected to reach 54,608 in 2001, up dightly from the previous year. Increasesin
domestic consumption are found in Audtrdia, Costa Rica, Guatemda, and the United States.

Australia

Domedgtic consumption data does not exist in Audtradia. Some industry representatives contend that
domestic consumption isabout 5,000 tonsand isrelatively stable. However, many expertsbelievethat this
figure istoo low and put domestic consumption at around 9,000 tons for 2001/02. The vast mgjority of
macadamia nuts consumed domesticaly arein the form of kernels or in value-added products. Increasing
amounts of kernelsare used in restaurants and thefood serviceindustry. Horticulture AustrdialLtd. (HAL)
has worked to increase macadamia usage in home and restaurant recipes.
April 2002 12 World Horticultural Trade &
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Traditiondly, thetwo mgor horticultural organizationsin Audtraiahave been the Horticultura Research and
Deve opment Corporation (HRDC) and the Austrdian Horticultural Corporation (AHC). TheHRDC was
responsible for research and development and the AHC was responsible for promotiona activities. Both
organizationswerefunded by levies paid by growersand received pro-ratagovernment funding for specific
purposes. HAL isthe new organization that replaced the AHC and HRDC on February 1, 2001. The
focus of the new company is the marketing and promotion of horticultura products in both domestic and
export markets aswell as promoting the uptake and commercialization of new technology.

Guatemala

Macadamia consumption in Guatemala continues to be at alow level because of high market prices, low
purchasing power of most Guatema ans, and the lack of consumer awareness. Most Guatemalans are not
familiar with macadamia nuts and their uses, but thisis starting to change. The brand John Macadam has
found acceptance for macadamiaby- products such as oils, confectioneries, processed nuts, and especially
cosmetics, cregting a niche market for macadamias. Local retail prices for macadamia are around $9.00
per pound. In 2001, Guatemaa consumed 360 tons of macadamia nuts. 1n 2002, local consumption is
expected to remain steady due to staled consumption patterns of higher valued items in response to the
difficult economic Stuation.

Plantaciones Nuez del Pacifico, which markets under the John Macadam brand, has begun to penetrate
new niche markets with different macadamiaby- products. Thereisardatively smal but growing up-scae
end of thefood and small market industry in Guatemada. Theincreasein qudity hotelsand tourismwill add
the loca consumption of macadamia nuts and further processed products.

Kenya

Locd consumption isminima asmost of the processed macadamiakernds leave the country for overseas
markets. It isassumed that the bal ance between exports and production is consumed domesticaly and in
neighboring countries. Domestic consumption is estimated at about 40 tons of processed kernds. The
sector suffers from lack of awareness and the prohibitive prices, due to the high processing costs.

The marketing sector has one sole processor, the KenyaNut Company (KNC), following the closure of the
Kenya Farm Nut Company about two years ago. That company used to export its processed kernels to
the United States, a market that the KNC seems to be following very closdly. As a marketing tool, the
KNC has branded its macadamia (Out of Africd) and is aggressvely promoting them in both the
international and local markets.

South Africa

Local consumption is minimal as most of the macadamia nuts are destined for overseas markets. South
Africaexportsabout 90 percent of itstota production. Itisassumed that the balance between exportsand
production is consumed domestically. Domestic consumption is estimated a about 500 tons, unchanged
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from the previousyear. Macadamiaconsumption in South Africacontinuesto beat alow level because of
high market prices and low purchasing power of most of its people, and the lack of consumer awvareness.

The United States

The United States is the world’ s largest consumer of macadamias. 1n 2001/02, domestic consumption is
expected to reach 44,069 tons, up dightly from the previous year. This number is expected to grow.

Macadamia producers around the world are dowly expanding production for export to the United States.
Risng U.S. consumer income and spending have been abig factor in soaking up some of the excessworld
supplies. Additiondly, U.S. food processors report difficulties in procuring a steady year-round supply
from Hawaii. The mgority of macadamiaimportsare bulk and industria product intended for processng.

The Attaché Report search engine contains reports on the macadamia industry for several
countriesincluding Australia, Guatemala, Kenya, and South Africa. For moreinformation on
production and trade, contact Erik Hansen at 202-720-0875. Also, please visit the tree nuts
commodity page: http://www.fas.usda.gov/htp/horticulture/nuts.ntml for the latest information
on almonds, walnuts, pistachios, hazelnuts, pecans, and macadamia nuts.
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MACADAMIAS:. Production, Supply, and Distribution in Selected Countries

Country/ Beginning  Production Imports Total  Exports Domestic Ending
Marketing Year 1/ Stocks Supply Consumption Stocks
Metric Tons, In-Shell Basis

Australia
1999/2000 4,100 34,000 0 38,100 18,100 16,000 4,000
2000/2001 4,000 34,300 0 38,300 26,000 9,000 3,300
2001/2002 3,300 37,000 0 40,300 27,300 9,250 3,750
2002/2003 F 3,750 33,850 0 42,600 28,850 9,500 4,250
CostaRica
1999/2000 530 2,000 0 2,530 1,681 300 549
2000/2001 549 2,000 0 2,549 1,900 330 319
2001/2002 319 2,100 0 2,419 1,900 340 179
2002/2003 F NA NA NA NA NA NA NA
Guatemala
1999/2000 110 4,000 0 4,110 3,800 200 110
2000/2001 110 7,200 0 7,310 7,000 200 110
2001/2002 110 9,360 0 9,470 9,000 360 110
2002/2003 F 110 9,800 0 9,910 9,500 360 50
Kenya
1999/2000 700 6,000 0 6,700 6,429 61 210
2000/2001 210 4,900 0 5110 3,924 156 1,030
2001/2002 1,030 5,800 0 6,830 6,052 89 689
2002/2003 F 689 6,050 0 6,739 6,339 100 300
South Africa
1999/2000 530 8,000 0 8,530 7,710 520 300
2000/2001 300 9,700 0 10,000 9,200 500 300
2001/2002 300 11,000 0 11,300 10,400 500 400
2002/2003 F 400 12,000 0 12,400 11,400 600 400
United States2/ 3/ 4/
1999/2000 0 25,628 23,286 48,914 4,710 44,204 0
2000/2001 0 22,680 24,100 46,780 3,000 43,780 0
2001/2002 0 24,494 23875 48,369 4,300 44,069 0
2002/2003 F NA NA NA NA NA NA NA
Total
1999/2000 5,970 79,628 23,286 108,884 42,430 61,285 5,169
2000/2001 5,169 80,480 24,100 110,049 51,024 53,966 5,059
2001/2002 5,059 87,054 23875 118,688 58,952 54,608 5128
2002/2003 F NA NA NA NA NA NA NA

1/ Marketing Years: July-June for the United States; March-February for Austraia, Brazil, and Kenya; January-December for Costa Rica,
Guatemala, and South Africa.

2/ U.S. exports and imports come from the Bureau of the Census with forecasts by USDA/Foreign Agricultura Service (FAS) with
shelling ratio averages of .224, .227, and .228 were for 1999/2000, 2000/2001, and 2001/02 respectively, based on

averages of the past three years. Shelling ratios originate with the Hawaii Agricultural Statistics Service (HASS).

3/ U.S. exports include only prepared and preserved macadamia nuts. The National Agricultural Statistics Service (NASS) in
Hawaii indicates that few U.S. exports are shelled or in-shell macadamias.

4/ Domestic consumption derived from production and exports

F = Forecast

SOURCES: FAS Agricultural Attaché Reports, Bureau of Census, NASS/USDA, and HASS
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U.S. Exports of Prepared and Preserved Macadamia Nuts 1/

1996/1997 1997/1998 1998/1999 1999/2000 2000/2001
(Metric Tons, In-Shell Equivalent)

Destination

Canada 338 343 403 589 687
China; Peoples Republic of 0 35 18 116 44
European Union 206 148 230 205 322
Hong Kong 535 730 128 397 163
Japan 2,882 1,400 2,190 2,299 2,507
Korea; Republic of 193 239 199 219 229
Lebanon 9 13 4 0 0
Norway 22 9 9 13 0
Philippines 22 0 13 22 93
Singapore 35 4 9 58 115
Switzerland 48 100 0 0 0
Tawan 285 217 119 210 189
Other Countries 17 5 59 234 277
Total 4,592 3,243 3,381 4,362 4,626

U.S. Imports of Prepared and Preserved Macadamia Nuts 1/

1996/1997 1997/1998 1998/1999 1999/2000 2000/2001
(Metric Tons, In-Shell Equivalent)

Destination

Audrdia 3,987 6,548 8,832 13,603 9,652
Brazl 461 687 549 670 1,683
China; Peoples Republic of 145 96 71 134 132
CostaRica 1,421 1,713 739 1,196 1,079
El Sdvador 1,583 870 1,996 2,112 1,917
Guatemda 1,439 1,496 947 768 93
Malawi 447 487 1,389 442 225
South Africa; Republic of 1,654 1,248 3,593 3,978 7,070
Zimbabwe 127 0 146 107 163
Other Countries 109 120 43 227 286
Total 11,373 13,265 18,305 23,237 22,300

1/ Marketing Y ears, July-June

NOTE: Shelling ratios for macadamia nuts are from the Hawaii Agricultural Service (HASS) and are
shelling ratio averages of .224, and .227 were for 1999/2000, and 2000/2001 respectively, based on
averages of the past three years. Shelling ratios originate with the Hawaii Agricultural Statistics Service (HASS).

Sources: U.S. Bureau of Census, HASS
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Phase Out of Methyl Bromide— Implicationsfor U.S. Horticulture

In 1987, more than 160 countries including the United States, signed an international
treaty to globally phase out the use of substances that contribute to the depletion of the
ozone layer. Among the compounds listed in the agreement, better known as the Montreal
Protocol, is methyl bromide (MB), an agricultural fumigant that facilitates plant growth
and the trade of agricultural commodities. Signatories to the treaty agreed to an
incremental phase out of these substances; in developed countries the reduction is as
follows: 25 percent in 1999, 50 percent in 2001, 70 percent in 2003 and 100 percent in
2005. Developing countries have until 2015 to reach 100-percent reduction.

To allow more time to develop alternatives and minimize the economic damage to
industries dependent on methyl bromide, the Environmental Protection Agency (EPA),
temporarily approved certain exemptions to permit the continued use of these compounds
beyond the designated phase out dates. These exemptions include quarantine and
preshipment use. Rulemaking guidelines for critical and emergency exemptions are also
being devel oped. *

Background

Scientists over the years have discovered that the ozone layer has been slowly deteriorating,
causing harmful ultra-violet rays from the sun to enter into the earth’s atmosphere. One of the
causes attributed to this deterioration is the use of ozone-depleting substances such as methyl
bromide. In response to these findings, a group of countries signed an international treaty,
entitled the Montreal Protocol, and agreed to stop using ozone-depl eting substances.

In the horticultural industry, methyl bromide (aso known as bromomethane) is used as an
agricultural fumigant to control the spread of pests such as insects, rodents, and nematodes. It is
also used for soil fumigation before the planting of various fruits, vegetables, ornamentals, and
agricultural nurseries; for post-harvest fumigation of commodities in storage and prior to
shipment; and for government-required quarantine treatment to prevent the spread of regul ated
exotic pests.?

! Methyl Bromide Phase Out: http://www.epa.gov; Facing the Phase out of MB, ERS, February 2000

2 USDA Homepage: www.usda.gov, methyl bromide
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Selected Users of Methyl Bromide in the Preplanting Process
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Economic | mpact

In light of the dependency that many horticultural growers have on methyl bromide and given
the additional time developing countries will have in reducing their supplies of bromomethane, it
islikely that the phase out of MB will place U.S. agricultural producers at a disadvantage when
competing for export markets and could facilitate an increase of imports into the United States.

To assess the potential economic impact of the methyl bromide phase out on the U.S.
horticultural industry, a study completed by the Economic Research Service and the National
Center for Food and Agricultural Policy determined that the potential losses could reach $446
million in the short term. The horticultural crops most affected by the phase out include
tomatoes, strawberries, peppers, grapes, nurseries, and tree nuts.

Potential Short Term Economic Impact on the Methyl Bromide Phaseout for
Selected Horticultural Products

Strawberries
Grapes

Selected Commodities

0 30 60 2 120 150
($Millions)

Source: U.S. Dept. of Agriculture, Economic Research Service
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Tradelmplications

Without any viable alternative, the phase out of the agricultural fumigant could lower crop yields
and severely impact the horticultural industry, which reached a record $10.9 billion in exportsin
fiscal year (FY) 2001 (October 2000-September 2001). Separately, shipments of tree nuts
totaled $1.1 hillion for the October-September 2000/01 period. Fresh fruit exports amounted to
$2.2 billion and fresh vegetable exports $1.3 billion. Some of the fastest growing international
horticultural shipments could also be affected; among them exports of apples registering $416
million, grapes $394 million, and dried plums $152 million in FY 2001.

U.S. Horticultural Exports

$10,613,601 $10777519 $10.977.076
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Source: U.S. Department of Commerce, Bureau of the Census

Exemptions

Quarantine and Preshipment

In response to concerns that U.S. enforcement of the methyl bromide phase out was more
stringent than called for in the Montreal Protocol as well as trepidation that declining supplies
could have a negative impact on the export and import of food products, the Environmental
Protection Agency (EPA) announced several exemptions for the continued use of MB. The EPA,
in July 2001, specifically announced an interim rule that exempts quarantine and preshipment
applications of methyl bromide. Many governments require MB treatments to alow for the
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import of agricultura commodities to prevent the spread of quarantine pests. These
requirements are categorized under the quarantine exemption.

As defined in the Montreal Protocol, quarantine and preshipment applications exemptions are
defined as follows:

“Quarantine applications are treatments to prevent the introduction, establishment,
and/or spread of quarantine pests(including diseases), or to ensure their official control,
where: (i) Official control is control performed or authorized by a national plant, animal
or environmental protection, or health authority; (ii) quarantine pests are pests of
potential importance to the areas endangered thereby and not yet present there, or,
present but not widely distributed and being officially controlled.”*

“ Preshipment applications are those non-quar antine applications applied within 21 days
prior to export to meet the official requirements of the importing country or existing

official requirements of the exporting country. Official requirements are those which are
performed by, or authorized by, a national plant, animal, environmental, health or stored
product authority.” *

To protect commodity trade from the adverse impacts of quarantine pest infestations and to
ensure the safety of the supply of imported fruits and vegetables available to the general public,
the EPA issued an interim final action to amend the accelerated phase out regulations that govern
the production, import, export, transformation and destruction of methyl bromide, (MB) and
other ozone-depleting substances. The amendment, in accordance with the Montreal Protocol,
specifically creates a temporary exemption for the quarantine and preshipment treatments of
methyl bromide through December 31, 2002. It aso includes an exemption for purposes of
compliance with APHIS requirements or with any international, federal, state or local sanitation
or food protection standard as long as the applications are performed within 21 days prior to
export. It aso includes quarantine applications for interstate and inter-county treatments
required to control quarantine pests. The EPA intends to announce a final rule that will delineate
quarantine and preshipment exemptions before the end of year.> See the July 19, 2001 Federal
Register, Part Ill, Environmental Protection Agency — 40 CFR Part 82 — Protection of
Stratospheric Ozone: Process for Exempting Quarantine and Preshipment Applications of
Methyl Bromide, Final Rule for additional details.

Critical and Emergency Use
In addition to the quarantine and preshipment exemptions, the EPA has been meeting with

stakeholders in developing a criteria for establishing critical use applications. It will also initiate
a rulemaking process that will delineate the use of methyl bromide for critical and emergency

3 Westlaw, March 2002
4 Westlaw, March 2002
® Federal Register July 2001, Westlaw, March 2002
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treatments beyond the January 1, 2005 deadline. Exceptions for critical use will allow the use of
MB in the following circumstances:
There are no technically and economically feasible alternatives or substitutes available
to the user that are acceptable from the standpoint of environment and health and are
suitable to the crops and circumstances of the nomination;

All technically and economically feasible steps have been taken to minimize the critical
use and any associated emission of methyl bromide;

It is demonstrated that an appropriate effort is being made to evaluate, commercialize
and secure national regulatory approval of alternatives and substitutes;

The specific use is critical because the lack of availability of methyl bromide for that use
would result in a significant market disruption; and

Methyl bromide is not available in sufficient quantity and quality from existing stocks of
banked or recycled methyl bromide, also bearing in mind the developing countries need
for methyl bromide;

Emergency uses will allow a country to use up to 20 tons of MB in cases of pest outbreaks or
infestations.

The Environmenta Protection Agency is expected to issue a Federal Register notice sometime in
2002, soliciting public input to develop rules that will define critical and emergency use
exemptions.

(For further information, contact Rey Santella at 202-720-0897. Also, visit the HTP web
page at: http://www.fas.usda.gov)
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EU CAP Enlargement: The Commissions Proposal

OnJanuary 30, 2002, the Eur opean Commission presented itsproposal for extending
the Common Agricultural Policy to ten Eastern and Central European countries.
The proposal, which includes specific budgetary allotments per candidate, will be
discussed by member states.

In 2004, ten countries are expected to join the fifteen countries currently comprising the European Union.
The ten candidates are Cyprus, Czech Republic, EStonia, Hungary, Latvia, Lithuania, Malta, Poland,
Sovakiaand Sovenia Key pointsin the Commission’'s proposa include a ten-year trangtion period for
direct payments combined with a substantid amount of funding for rurd development measures. New
member countries, which are aready providing direct aids to farmers, will be able to supplement EU

payments with nationa funds. For the new member countries, the payment would be phased in over ten
years, sarting at 25 percent of the EU levd in the first year, 2004/05. The payment would then increase
five percent per year for the next three years. The payment would increase gradualy for the next Sx years

The Commission's proposa will be debated in the Council, which is expected to decide on a Common
Position by June 2002. Only then can negotiations with the candidate countries begin. Dueto the highly
political nature of the budgetary questions, the negotiations on agriculture are expected to last into
December. Once negotiations are complete, the European Parliament has the right to assent or dissent to
the accession treaty as a whole (they may not propose amendments) and member dtates as well as
accession candidates must dsoratify thetreaty according to their procedures. If negotiationsare completed
by the end of 2002, accession could likely take place by 2004, as currently anticipated.

The Commission proposes to use data from 1995- 1999 to establish supply management instruments such
as production quotas, arable crop base areas and beef premium cellings. The most appropriate reference
period for each type of scheme would be chosen within thisframework. While the Commission proposa
includes specific quotaamounts, and other ingruments per accession candideate, thefina negotiated amounts
are expected to be highly controversid and politicad and are not likely to be decided until the end of the
negotiations in December 2002.

The Commission proposa suggests increasing current Community Thresholds for aid for processing to
account for the new member states.
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Processed Fruitsand Vegetables

Current Community thresholds for the products in question are as follows (in
tons):
Tonmat oes Peaches Pear s O anges Lenons Sm G apefruit
Gtrus
8, 251,455 | 539,006 | 104, 378 1, 500, 236 | 510, 600 384, 000 6, 000
Threshol d

Proposed increase for

data provi ded)

Country/ pro | Request ed Aver age Pr oposed
duct i ncrease Hi stori cal i ncrease

Pr oduction ‘ 97-

‘99
Cyprus
- Tomat oes 10, 000 4,641 4,770
- Peaches 500 i **
- Pears 500 0 0
- Lenons 5, 000 3, 548 2,986
-Grapefruit 30, 000 9, 069 10, 812
- Oranges 21, 000 15, 438 14, 969
- Smal | 10, 000 1, 007 937
citrus
Czech
Republ i c
- Tomat oes 26, 000 *x **
- Peaches 4,000 ** **
- Pears 500 *x **
Hungary
- Tonat oes 321, 442 127, 265 130, 790
- Peaches 1, 000 11, 692 13, 808
- Pears 1, 000 *x i
Mal t a
- Tomat oes 50, 000 *x **
Sl ovaki a
- Tomat oes 36, 000 *x **
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Live Plants, Cut Flowers

Fresh & Frozen Vegetables
Fresh & Frozen Fruits & Nuts

Sugar

Prepared Fruits & Vegetables

Beverages; Wine, Beer

Total

Poland

Czech Republic
Hungary
Slovenia
Slovakia
Estonia

Latvia

Cyprus
Lithuania
Malta

Total

Sour ce:Eurostat

| nformati on for
St rossman,
Horti cul tural
further

For

EU Horticultural Trade with Enlargement Candidate Countries

EU Horticultural Trade with Enlargement Candidate Countrys

EU Horticultural Exports

1998

$178,035
$293,065
$497,869
$209,829
$223,453
$347,456

$1,749,707

1000 U.S. Dollars

1999

$193,331
$255,974
$507,946
$151,135
$178,203
$352,379

$1,638,969

2000

$181,579
$250,173
$533,327
$146,648
$165,791
$331,279

$1,608,797

EU Horticultural Exports

1000 U.S. Dallars

1998

$539,454
$369,054
$143,782
$155,486
$114,352
$118,632
$95,691
$70,102
$80,971
$62,183

$1,749,707

fromthe FAS

April 2002
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1999

$538,345
$372,917
$127,016
$144,027
$103,063
$87,746
$70,858
$68,102
$62,157
$64,735

2000

$559,784
$345,259
$137,597
$126,133
$94,236
$91,783
$73,008
$68,145
$57,488
$55,363

$1,638,969 $1,608,797

EU Horticultural Imports

1998

$39,581
$297,710
$431,095
$79,236
$232,486
$163,809

$1,243,918

1000 U.S. Dollars

1999

$41,995
$295,978
$399,860
$73,589
$251,486
$176,219

$1,239,127

2000

$41,757
$261,828
$361,410
$71,910
$275,612
$200,986

$1,213,504

EU Horticultural Imports
1000 U.S. Dallars

1998

$607,234
$107,523
$345,301
$23,664
$13,507
$10,594
$5,942
$100,385
$25,263
$4,506

$1,243,918

1999

$599,976
$128,557
$342,162
$23,380
$12,761
$7,171
$3,736
$101,237
$16,325
$3,824

2000

$614,229
$158,109
$302,058
$19,187
$15,353
$6,031
$4,829
$73,064
$17,335
$3,307

$1,239,127 $1,213,504

Net EU Horticultural Trade

1000 U.S. Dollars

1998

$138,454
($4,645)
$66,774

$130,592
($9,033)

$183,647

$505,789

1999 2000
$151,336  $139,822
($40,003)  ($11,656)
$108,086  $171,917
$77,546  $74,738
($73,283) ($109,822)
$176,160  $130,293
$399,842  $395,293

Net EU Horticultural Trade

1000 U.S. Dollars

1998

($67,780)
$261,531
($201,519)
$131,822
$100,845
$108,037
$89,749
($30,283)
$55,708
$57,678

$505,789

this report was prepared by Christine

USEU Br ussel s,
and Tropi cal

24

011-32-2508- 2760 and Robert
Products Division,
i nformati on downl oad Report #22014 dated 2/5/02

1999

2000

($61,631) ($54,445)
$244,361 $187,150
($215,146) ($164,461)
$120,647 $106,946

$90,302  $78,883
$80,575  $85,752
$67,123  $68,179
($33,135)  ($4,919)
$45,833  $40,153
$60,911  $52,056

$399,842  $395,293

Knapp,
202- 720- 4620.
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U.S. Horticultural Import Trends

U.S. Horticultural Trade
Continues to Expand
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150007

10000[
5000

0
5,000

—

-10000

15000

-20000

1990 1991 192 1993 1994 1996 1996 1997 1998 1999 A0 2001

Incudes: fresh & processed fiuits, vegetables, tree

miscelaneous products

Calendar Years

IMPORTS EXPORTS NET TRADE
=

—

U.S. Imports of Fresh Fuits &
Vegetables - Key Suppliers

Million $

6000
L SPAIN
L NETHERLANDS
5000
I — H(J\DRAS
= = COLOVBA
40001 == 0 ECUADOR
300t - 0 canaDA
I — [ | 0 COSTARCA
O0cHE
2000f ¥ VEXOO

10001

196 1996 1997 1998 1999 2000 2001
Source: US Census Bueau

April 2002

US. Imports of Fresh Fuits and
Vegetables

Million $

U.S. Imports of Horticultural
Products

Million $

20000

15000

Indudes fresh & processed fiuiits, vegetables, tree nuts,
nursety products & flowers, wine, beer

25

0 AL OTHERHORT,
0 FRUIT, PROCESSED

World Horticultural Trade &

U.S. Export Opportunities




U.S. Horticultural

U.S. HORTICULTURAL IMPORTS - OVERVIEW

B Qver the period 1991-2001, U.S. imports of horticultural products
more than doubled (from $8.6 billion to $17.2 billion). In contrast,
U.S. exports of horticultural products over the same period expanded
by 66 percent (rising from $6.6 billion to $11 billion).

=Import penetration in the U.S. fruit and vegetable industry has
increased significantlyin recent years. Imports of fresh fruit
excluding melons, but including bananas rose from 34.7 percent of
fresh domestic consumption in 1990 to 42 percent in 2000,
Excluding bananas and melons, imports of fresh fruit rose from 11.6
percent to 19 percent of fresh domestic consumption during the same
period.

= Tropical fruit consumption has been rising significantly at the same
time as domestic production has been falling. In this regard, Mexico
supplies aimost all of the mangos, papayas, and limes consumed in
the United States. (ERS data)

=|mports of fresh vegetables and melons rose from 6.9 percent of
fresh domestic consumption in 1990 to 13.6 percent in 2000,

® Most imports of horticultural products (with some notable exceptions,
such as EU wine and India cashews) are sourced from Westem
Hemisphere suppliers, most notably the NAFTA partners of Mexico
and Canada.

BENEHTS OF FURTHER TRADE LIBERALIZATION

® Despite the growing trade imbalance, the United States
would benefit from lower trade baniers through new and
expanded export opportunities for its growers, processors
and exporters.

® A more open world trade regime would serve to increase
world access to other key markets, lessening reliance by
foreign suppliers on the U.S. market, which can be seen
within the current global trading environment as
essentially being "the only game in town."

= U.S. exports of horticuttural products are destined
primarily to countries outside of the FTAA. Negotiations
to lower tariff bamiers in these countries would create
substantial growth opportunities for U.S. exports.

April 2002 26
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KEY FACTORS BEHIND THE RISE IN IMPORTS

= Relatively open U.S. import regime (U.S. agricultural tariffs average
12 percent compared with the global average of 62 percent)

# The strong dollar (the nominal trade-weighted value of the dollar
against major currencies rose 20 percent from 1991 to 2001, (Federal
Reserve)

® The U.S. population grewfrom about 253 milion in 1991 to 280
milion in 2001

= U.S. GDP per capitarose from $24,000in 1991 to about $35,000in
200L

= Evolving consumer preferences, including, for example, increased
demand for year-round availahility of fresh fruits and vegetables.
Total per capita use of fruits and vegetables rose 19 percent from
1982 to 1997 (ERS data on 129 products)

" Increased consumer awareness of the role that fruits and
vegetables play in a healthy diet (e.g., 5-a-Day for Better Health).

= Supemarkets now canry over 400 produce items compared with 250
inthe late 1980s.

" Increased consumption of wine for health and social reasons.

World Horticultural Trade &
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U.S. Horticultural Import Trends

U.S. Imports of Fresh Fuits
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FRUIT IMPORT HIGHLIGHTS

= Temperate fruitimports have grown considerably,
particularly grapes and melons. However,imports of these
products follow a highly seasonal pattem, with imports
peaking in the late fall through early spring and dropping to
very low levels during June through October. These imports
generally complement the U.S. marketing season for these
fruits.

® | atin Americais the primary supplier of fresh and frozen
fruit, while Southeast Asian countries are the lead suppliers of
canned fruit

= Chile and Mexico accounted for 34 percent and 30 percent
of U.S. import value of temperate fruits, respectively in 2000.

= Grgpes: imports have grown 82 percent during the
1995-2000 period. Despite the fact that most grape imports
are during the offseason for U.S. grapes, there is substantial
overlap between imports and domestically produced grapes
during the U.S. marketing season. (Chie is the predominart
supplier, folowed by Mexico.)

April 2002

US. Imports of Fresh RHuits - Key
Suppliers

Million $

FRUIT IMPORT HIGHLIGHTS
Continued

® Grapes: imports have grown 82 percent during the
1995-2000 period. Despite the fact that most grape imports
are during the off-season for U.S. grapes, there is substantial
overlap between imports and domestically produced grapes
during the U.S. marketing season. (Chile is the predominant
supplier, followed by Mexico.)

= Melons: Imports have grown 35 percent during the
1995-2000 period. Despite the seasonality of imports, there
is substantial competition between imports and domestically
produced melons during the U.S. marketing season.
Growing consumption has outpaced growing production of
melons. (Mexico is the predominant supplier, followed by
Central American countries.)

® Citrus: Imports of fresh mandarins and clementines
have grown from $18 million in 1995 to $109 million in
2000, peaking during the months of Nov.-Jan. in competition
with U.S. citrus. Spain, the predominant supplier, now faces
an import ban, following the detection of fruit fly larvae in
recent shipments.
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U.S. Horticultural Import Trends

VEGETABLE IMPORT HGHLIGHTS VEGETABLE IMPORT HIGHLIGHTS

Continued

- gﬁgﬁg fresh ve(%%tzges have)gcrl?(\:/lv;ngcenrsnsl(ggr%bly, = Peppers: Imports rose from $242 million in 1995 to $456
) sqluash” W53 : ) and 9l million in 2000, accounting for a growing share of domestic
peroe: eree ntlt)’. imports are hIngEth: Eseeso[’naIEE Mh:a-' Egtwomusirds consumption. Mexico is the predominant supplier,
anving D per and Api \M,’EHU.S. Lucion s foIIw_vedbyCanadaandﬁweNeheﬂands. Imports from
y Mexico have accounted for almost all of the phenomenal

limited. Most of these are warm season crops, induding A X .
growth. Imports peak in the winter before the U.S. marketing
tomatoes, peppers, squash, and cucumbers. season begins in July.

' Vegetab:%l mports are doglnated by NEX'CO’NW;? anls = Squash: Imports aimost doubled from 1995 to 2000,
average pe';?;‘mg 'a'l e'| '“’I m%mwamaS al increasing in value from $73 milion to $113 million, of which
' asp cent ’ Mexico accounted for almost 99 percent of imports in 2000.
= Tomatoes: Imports rose from $451 million in 1995 to $758 .
million in 1998, but d ©$640in 2000, Ahigh = Asparagus: Imports of fresh asparagus have grown
’ R . from $60 million in 1995 to $115 million in 2000, as U.S.

mﬂmﬁﬁ ,%nepgte %gﬂg},ufasr fresh consumption has grown from about 7Q,OOO tonsto
e s, bt C and msioultel S s have closeto 120,000 tons. Almost 95 percent of imports take
lalgeet“he N recentyears, place during the off-season. Mexico and Peru are the
predominant suppliers.
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U.S. Horticultural Import Trends

Monthly U.S. Imports of Selected Monthly U.S. Imports of Selected
Fresh FHuit Fresh Vegetables
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World Trade Situation and Policy Updates
Australia Approves California Grape Imports

On February 14, 2002, the Australian Ministry of Agriculture approved entry of California table
grapes, but under strict conditions, which include fumigationat-origin. The fina
recommendation was based on an extensive import risk analysis that was completed by Australia
on California table grapes over the past few years. In fact, USDA and USTR have worked, in
cooperation with the industry, for more than ten years to obtain table grape access to the
Australian market for California grapes. USDA will continue to work with the grape industry
and the Australians to reassess the program at the end of the first shipping season with a view
towards modifying some of the requirements, such as, for example, allowing for upontarrival
fumigation.

Commer ce Department Issues Final Dumping Mar gins on Canadian Hothouse Tomatoes

On February 20, 2002, the Commerce Department’ s International Trade Administration (ITA)
issued itsfina determination on dumping margins in the case against Canadian hothouse
tomatoes. Dumping margins ranged from 1.53 percent to 18.21 percent, considerably less than
the preliminary duties that had ranged from zero to 33.95 percent. While ITA trimmed the
dumping margins for most major operations, they increased the margins for one major Ontario-
based firm from 5.54 percent to 14.89 percent. The U.S. International Trade Commission is
scheduled to release its final determination on the issue of injury on April 1. U.S. imports of
greenhouse tomatoes from Canada in 2001 were valued at $96 million, up 23 percent from 2000.

Korea Fulfills 2002 Minimum Market Access (MMA) Orange Quota

According to FAS/Seoul, the Cheju Citrus Grower=s Agricultural Cooperative (CCGAC) held a
guota auction for 43,751 tons of fresh oranges and 1,910 tons of other citrus on February 20,
2002. Allocations totaling 43,740 tons of fresh oranges and 100 tons of other citrus were sold
during this auction, effectively satisfying Korea's 2002 Uruguay Round MMA quota
commitment. The auction occurred after the peak marketing season for Koreass domestic orange
production and deliveries of quota imports must be completed before September 30, prior to the
new domestic season. Under Koreas import regime, oranges may enter within the quota at a
tariff of 50 percent, or outside the quota at a 2002 duty rate of 59.8 percent. The out-of-quota
duty is being phased down until it reaches the in-quota rate of 50 percent in 2004. As the out-of-
guota duties have declined, U.S. orange exports to Korea out-of-quota have jumped sharply,
exceeding the in-quota volumes for each of the past two years. Whereas CCGAC had fallen
short of filling the quota through direct administration in recent years, the recent quota auction
served as an effective means for the entity to satisfy its MMA obligations under the prevailing
market conditions. Korea has emerged as a leading market for U.S. oranges, with shipmentsin
calendar year 2001 totaling $49 million, up 25 percent from the previous year.
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Cubato Buy U.S. Apples

On March 8, 2002, FAS learned of Cuba’sintention to buy 1,000 tons of Washington state
apples, which could be worth about $500,000. Reportedly, the Cuban import agency Alimport,
wants to purchase medium-to-large red delicious apples, and consultations on price and quality
are underway. The sales, to be paid in cash, are expected to be completed in May or June 2002.
U.S. exports of agricultural productsto Cuba, Iran, Libya, North Korea, and Sudan are now
possible under the Trade Sanctions Reform Act, which was signed into law in October 2000. In
July 2001, after an extensive consultative process, final regulations lifting food and medicine
sales to these countries were approved. Initial salesto Cuba occurred in December 2001, with
total announced agricultural purchases reaching $77 million. In mid-January 2002, a
Washington state agricultural trade mission visited Cuba as part of the state’s efforts to expand
its exports of agricultural products.

Judge Rules Against the Florida Department of Citrus (FDOC) in Florida’s Equalizing Tax
Case

On March 15, 2002, the 10" Judicial Circuit Court in Florida ruled that Florida' s equalization tax
is uncongtitutional because it allows citrus juice from other U.S. states to be exempt. In related
developments, the Florida Senate approved an amendment to the general appropriations bill that
would repeal the tax exemption. On March 20, 2002, Brazil requested formal WTO
consultations on Florida s equalizing tax. Brazil is expected to argue that as citrus products
originating from other states such as Texas, Arizona, and California are not assessed, the tax
discriminates against imports.

EU Parliament Adopts Resolution to Seek WTO Solution to U.S. Ban on Spanish
Clementines

On March 14, 2002, the EU Parliament, in a 92 to 1 vote, adopted a joint resolution condemning
U.S. trading practices and establishing a strategy that should be adopted to put an end to the ban
on U.S. imports of Spanish clementines. The resolution urges the EU Commission to “engage in
aprocedure at the WTO against the United States should an immediate solution not be found.” It
considers this dispute as a “trade barrier, not as a plant health issue.” The resolution claims the
ban has a goal to “exclude Community clementines from the American market to the benefit of
its own production of citrus fruit and that of other third countries.”
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Export News and Opportunities

Every U.S. exporter wantsto get paid. However, credit can make or break adeal. It can shift the
advantage to you or to your competitor. That’s why many exporters turn to U.S. Department of
Agriculture’s (USDA) Export Credit Guarantee Programs. With USDA’s guarantee behind the
credit, you can arrange competitive financing with less risk. Your buyers may benefit too, from
longer terms and lower rates. In FY 2002, USDA has made available over $5 billion in credit
guarantees to facilitate sales to selected developing countries, Western Europe, Japan, Hong
Kong, and Taiwan. Invest the time to learn more about the Export Credit Guarantee Programs,
(GSM-102) and Supplier Credit Guarantee Program (SCGP), to increase your sales and lower
your risks. Use GSM and SCGP to avoid possible importer and foreign bank defaults on
payments and ensure that American farm and food products continue to move to markets around
the world. USDA does not provide financing, but it guarantees payments due to U.S. exporters
in case the foreign banks or importers defaullt.

You may learn more about GSM-102 and SCGP regulations, country specific press releases and
program announcements, and a Monthly Summary of Export Credit Guarantee Program Activity
on the Internet at:

http://www.fas.usda.gov/export.html

GSM-102

On March 11, USDA extended the GSM-102 program to Azerbaijan. USDA authorized $5
million in credit guarantees for sales of U.S. agricultural commodities to Azerbaijan under the
GSM-102. The FAS announcement pertinent to this allocationis PR-0266-01. Exporters may
apply for credit guarantees on afirst-come, first-served basis to cover sales of eigible
commodities to Azerbaijan.

The GSM-102 program makes available credit guarantees for sales of U.S. agricultura
commodities overseas. USDA does not provide financing, but guarantees payments due from
foreign banks. USDA typicaly guarantees 98 percent of the principal and a portion of the
interest. The GSM-102 program covers credit terms from 90 days to 3 years.

Under the program, once a firm sale exists, the qualified U.S. exporter applies for a payment
guarantee before the date of export. The U.S. exporter pays a fee calculated on the dollar amount
guaranteed, based on a schedule of rates applicable to different lengths of credit periods. The
CCC-approved foreign bank issues a dollar-denominated, irrevocable letter of credit in favor of
the U.S. exporter, ordinarily advised or confirmed by the financial institution in the United States
agreeing to extend credit to the foreign bank. The U.S. exporter may negotiate an arrangement
to be paid as exports occur by assigning the U.S. financia institution the right to proceeds that
may become payable under the guarantee, and later presenting required documents to that
financial institution. Such documents normally include a copy of the export report. If a foreign
bank fails to make any payment as agreed, the exporter or the assignee may file a clam with
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USDA for the amount due and covered by the guarantee. USDA will pay the U.S. bank and will
take on the responsibility of collecting the overdue amount from the foreign bank.

Supplier Credit Guarantee Program

On March 11, USDA for the first time has authorized $5 million in supplier credit guarantees for
sales of U.S. agricultural commodities to Azerbaijan. The FAS announcement pertinent to this
alocation is PR-0081-02. Exporters may apply for credit guarantees on afirst-come, first-served
basis to cover sales of eligible commodities to Azerbaijan.

The SCGP is unique because it covers short-term financing extended directly by U.S. exporters
to foreign buyers and requires that the importers sign a promissory note in case of default on the
CCC-backed payment guarantee. The SCGP emphasizes high-value and value-added products,
but may include commodities or products that also have been programmed under the GSM-102
program.

The SCGP erncourages exports to buyers in countries where credit is necessary to maintain or
increase U.S. sdles but where financing may not be available without CCC guarantees. Under
the SCGP, CCC guarantees a portion of payments due from importers under short-term financing
(up to 180 days) that exporters have extended directly to the importers for the purchase of U.S.
agricultural commodities and products. These direct credits must be secured by promissory notes
signed by the importers. CCC does not provide financing but guarantees payment due from the
importer.

GSM -102 and SCGP

The following tables present the FY 2002 GSM-102 and SCCP for which USDA has allocated
credit guarantees for sales of U.S. horticultura products. The table also includes horticultural
sales (exporter applications received) that have been registered under GSM-102 and SCGP. For
most countries and regions, exporters may apply for credit guarantees on a first-come-firs-
served basis to cover sales of any of the eligible commodities published in FAS program
announcement PR 0096-01, issued March 20, 2001 or as superseded. The following horticultural
products are eligible under the export credit guarantee programs: dried fruit; fresh fruit; frozen
fruit; canned fruit; 100-percent fruit juices; fruit and vegetable concentrates, pastes, pulps and
purees, honey; hops or hops extract; beer; tree nuts; fresh vegetables; canned vegetables; dried
vegetables; wine; and brandy. The General Sales Manager will consider requests to establish an
SCGP and/or GSM Program for a country or region or amend an authorized program to include
horticultural commodities and products that are currently not eligible.

(For further information on the SCGP or GSM-102 Program for horticultural commodities,
contact Yvette Wedderburn Bomersheim on 202-720-0911 or Rochelle Foster on 202-720-
2936).
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FY 2002 SCGP COVERAGE

Announced Exporter
Country Commodity Allocations Applications
Received Balance
--coverage in millions of dollars--
Algeria 10.00 0.00 10.00
Baltic Region 20.00 0.00 20.00
Caribbean Region 10.00 141 8.59
Wine (180) 0.01
Central America Region 50.00 20.60 29.40
Fruit, Fresh (180) 0.20
Central Europe Region 20.00 0.00 20.00
China/Hong Kong Region 50.00 0.01 49.99
Wine (180) 0.01
Egypt 20.00 7.35 12.65
India 25.00 0.00 25.00
Israel 20.00 0.00 20.00
Japan 50.00 0.00 50.00
Kazakhstan 15.00 2.00 13.00
Kenya 2.00 0.00 2.00
Korea 50.00 4.78 45.22
Fruit, Canned (180) 0.15
Fruit, Fresh (180) 4.60
Wine (180) 0.03
Mexico 100.00 99.97 0.03
Fruit, Fresh (180) 0.03
Wine (180) 0.03
Poland 10.00 0.05 9.95
Russia 20.00 1.81 18.19
Fruit, Fresh (180) 0.01
South Africa 10.00 0.00 10.00
South America Region 20.00 1.29 18.71
Southeast Asia Region 150.00 57.92 92.08
Fruit, Fresh (180) 0.20
Fruit Juice (180) 0.01
Fruit Juice Concentrates|(180) 0.01
Wine (180) 0.01
Southeast Balkans Region 75.00 0.30 74.70
Southeast Europe Region 20.00 0.00 20.00
Sri Lanka 10.00 0.00 10.00
Taiwan 50.00 0.01 49.99
Wine (180) 0.01
Turkey 10.00 0.00 10.00
West Africa Region 35.00 5.90 29.10
Western Europe Region 50.00 0.08 49.92
Wine (180) 0.07
Yemen 10.00 0.00 10.00
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FY 2002 GSM -102 COVERAGE

Announced

Country Allocations

--coverage in millions of dollars-{
Algeria 50.00
Baltic Region 15.00
Bulgaria 7.00
Caribbean Region 220.00
Central America Region 250.00
Central Europe Region 10.00
China/Hong Kong Region 300.00
Dominican Republic 25.00
East Africa 5.00
Egypt 100.00
India 25.00
Jordan 10.00
Kazakhstan 10.00
Korea 330.00
Lebanon 10.00
Malaysia 30.00
Mexico 500.00
Morocco 10.00
Nigeria 10.00
Philippines 100.00
Poland 25.00
Romania 25.00
Russia 20.00
South America Region 600.00
Southeast Asia Region 190.00
Southeast Europe Region 25.00
Southern Africa Region 50.00
Sri Lanka 35.00
Thailand 100.00
Tunisia 20.00
Turkey 345.00
West Africa Region 14.00
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Top United States Horticultural Product Exports By Value
Ranked In Terms of Highest Value (includes only products with specific commodity definitions)
Oct. - Jan. Oct. -Jan.

Commodity FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2001 FY 2002
--- 1,000 Dollars ---

Almonds 879,032 772,891 696,818 580,815 682,680 295,235 311,721
Essential Oils 622,219 532,623 507,651 591,583 674,715 197,152 213,803
Wine & Wine Prdts. 390,376 510,923 545,287 538,143 548,601 173,114 153,498
Fresh Apples 412,855 328,068 375,869 336,444 414,227 163,950 145,552
Fresh Grapes 313,836 274,953 283,865 332,162 390,322 187,294 188,278
Frz. Potato Fries 294,417 313,209 343,216 339,553 359,945 121,055 111,854
Oranges 308,055 339,114 159,585 268,808 304,406 74,919 73,764
Orange Juice All 305,172 295,564 307,165 290,395 251,043 88,329 71,871
Proc. Tomatoes 229,526 233,209 220,380 221,306 227,506 78,082 79,089
Nursery Products 185,316 220,055 229,737 216,722 215,261 80,794 66,475
Fresh Lettuce 146,640 173,746 157,262 180,099 201,531 73,587 71,899
Grapefruit 240,408 189,744 221,443 208,329 200,273 77,682 76,675
Beer 341,784 280,088 211,861 177,241 199,782 53,957 49,759
Potato Chips 145,468 226,987 257,355 243,824 182,895 72,502 60,395
Walnuts 195,209 153,863 154,449 149,315 175,541 109,406 115,033
Fresh Cherries 140,650 113,556 154,793 169,516 159,885 1,416 1,100
Prunes 138,398 133,732 133,885 131,697 151,664 55,577 51,617
Fresh Tomatoes 123,789 122,345 127,153 148,312 150,990 55,695 51,227
Raisins 204,388 199,733 198,817 145,861 150,869 56,008 50,105
Proc. Sweet Corn 167,490 139,068 148,050 146,591 120,893 43,674 45,590
Total Other 4,838,913 4,765,679 4,864,543 5,121,136 5,296,828 1,733,617 1,738,847

GRAND TOTAL 10,623,941 10,319,150 10,299,184 10,537,852 11,059,857 3,793,045 3,728,152

Top United States Horticultural Product Exports By Volume
Ranked In Terms of Highest Value (includes only products with specific commodity definitions)
Oct. - Jan. Oct. -Jan.

Commodity FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2001 FY 2002

Fresh Apples 690,595 539,685 664,969 571,860 742,377 300,991 249,703
Oranges 569,739 609,433 247,419 490,867 541,338 143,192 115,386
Frz. Potato Fries 396,738 438,425 468,826 469,287 505,641 171,118 159,337
Orange Juice All 565,332 553,175 554,951 550,888 464,112 147,179 122,153
Grapefruit 484,417 387,216 428,784 390,958 390,498 152,116 151,044
Fresh Onions 265,859 292,328 257,089 333,775 357,427 179,642 137,233
Fresh Lettuce 294,571 303,816 312,563 328,600 350,247 126,636 127,150
Wine & Wine Prdts. 208,786 266,294 274,696 281,475 311,924 99,787 84,963
Fresh Grapes 236,400 214,569 221,158 272,901 303,583 143,319 140,279
Beer 536,362 425,523 330,158 278,522 300,673 79,945 73,696
Proc. Tomatoes 293,112 300,327 264,369 277,277 297,129 102,729 103,000
Almonds 187,953 202,968 200,847 220,099 258,543 106,394 132,940
Fresh Melons 219,695 211,310 247,448 250,860 234,887 34,751 33,271
Fresh Tomatoes 153,657 133,687 148,271 181,892 173,470 53,684 59,729
Pears 126,603 156,807 145,816 162,629 158,199 77,424 92,121
Fresh Broccoli 130,999 126,791 154,514 182,848 157,465 43,363 39,708
Proc. Sweet Corn 203,613 171,294 186,153 187,818 150,891 56,240 51,295
Peaches 103,442 80,023 97,974 113,098 129,221 9,441 13,687
Lemons 120,330 113,392 113,931 106,249 110,507 41,705 41,669
Raisins 115,215 120,741 104,225 83,832 109,877 39,417 37,053

1/ Wine and beer is reported in 1,000 liters, orange juice in 1,000 single strength liters, and all other groupsin 1,000 kilograms.
Source: U.S. Department of Commerce, Bureau of the Census.
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Top United States Horticultural Product Imports By Value
Ranked In Terms of Highest Value (includes only products with specific commodity definitions)
Oct. - Jan. Oct. -Jan.
Commodity 1/ FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2001 FY 2002
--- 1,000 Dollars ---

Beer 1,443,326 1,677,002 1,865,038 2,126,018 2,296,135 651,317 699,745
Wine & Wine Prdts. 1,629,254 1,829,709 2,150,057 2,271,185 2,283,829 823,931 865,327
Bananas & Plantns 1,194,458 1,188,442 1,180,227 1,098,409 1,125,986 356,354 376,241
Nursery Products 565,267 632,672 673,194 745,977 789,101 265,242 262,395

Fresh Tomatoes 611,612 735,180 713,121 608,428 755,045 265,610 168,688
Fresh Grapes 386,183 440,659 545,409 518,260 581,556 175,682 188,475
Cut Flowers 572,926 630,067 578,766 623,213 577,418 185370 172,709
Fresh Peppers 251,908 343,606 324,880 451,848 507,988 143,232 136,066
Cashews 292,315 339,490 390,111 487,687 366,689 130,033 129,800
Frz. Potato Fries 156,831 216,576 252,437 321,914 338,228 111,114 129,724
Essential Oils 322,447 350,086 315,861 309,570 300,590 102,710 112,123
Fresh Melons 226,502 250,921 277,880 259,797 285,704 96,155 81,025
All Apple Juices 354,632 228,735 210,263 278,975 230,406 76,200 83,181
Olives 184,217 181,730 200,293 184,928 204,810 67,301 66,502

Fresh Cucumbers 100,823 154,634 138,241 168,771 200,549 66,736 70,835
All Orange Juices 240,072 211,353 285,947 243,298 185,093 57,782 41,629

Fresh Onions 127,447 151,990 135,574 131,705 168,116 66,519 62,493
Fresh Mangos 123,009 125,047 138,823 142,010 152,116 23,471 31,149
Fresh Pineapple 74,441 83,676 121,679 117,539 151,753 50,713 50,949
Total Other 4,222,577 4,604,941 5,368,446 5,315,151 5,524,521 1,968,105 2,116,848

GRAND TOTAL 13,080,247 14,376,516 15.866.247 16,404,683 17,025,633 5,683,577 5,845,904

1/ Nursery Products excludes cut flowers.

United States Top Horticultural Product Imports By Volume
Ranked In Terms of Highest Value (includes only products with specific commodity definitions)
Oct. - Jan. Oct. -Jan.
Commodity 1/ 2/ FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2001 FY 2002

Beer 1,612,379 1,869,577 2,072,394 2,290,532 2,490,735 698,504 760,241
Wine & WinePrdts. 432,192 428,664 420,152 481,164 510,730 174,104 194,239
Bananas & Plantns 3,911,294 4,135,832 4,369,283 4,350,838 4,046,727 1,349,358 1,336,264
Nursery Products 2,206,085 2,460,306 2,765,772 2,860,569 2,926,298 963,470 952,582

Fresh Tomatoes 743,205 856,852 722,591 708,690 868,118 273,849 162,800
Fresh Grapes 857 1,039 978 1,185 1,061 303 291
Cut Flowers 2,770,092 2,770,186 2,707,948 2,804,568 2,642,134 887,533 881,530
Fresh Peppers 284,221 319,671 345,444 352,169 346,518 112,628 134,994
Frz. Potato Fries 269,794 353,931 397,455 470,605 519,751 167,085 204,843
Fresh Melons 779,005 860,437 873,032 898,995 878,214 300,613 270,861

All Apple Juices 1,084,986 1,016,823 1,140,355 1,171,502 1,230,760 353,842 478,559
Fresh Cucumbers 302,306 327,745 336,045 346,863 373,596 156,336 154,772
All Orange Juices 1,116,798 1,063,239 1,326,231 1,284,749 976,227 338,867 235,247

Fresh Onions 261,088 259,188 246,532 224,080 269,156 90,881 109,532
Fresh Mangos 191,115 188,767 212,992 231,078 229,492 33,453 46,576
Fresh Pineapple 171,253 255,533 272,601 304,207 333,476 118,808 102,560
Fresh Squash 141,192 157,537 151,916 156,520 168,099 75,757 81,377
Frozen Broccoli 169,458 153,962 186,187 164,090 168,988 67,023 65,986
Fresh Apples 168,564 156,700 158,550 170,490  156.593 19,369 20,618

1/ Wine and beer is reported in 1,000 liters, orange juice in 1,000 single strength liters, and all other groups in 1,000 kilograms.
2/ Nursery Products excludes cut flowers.
Source: U.S. Department of Commerce, Bureau of the Census.
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Selected Horticultural Crop Prices Received By U.S. Growers

Domestic 2001 2001 2002 % Change % Change

Commoadity Units Feb Jan Feb/1 Last Month Last Year
Dollars/unit

Grapefruit 2/ Box 2.24 1.98 1.7 -14.1% -24.1%
Lemons 2/ Box 0.5 8.17 6.64 -18.7% 1228.0%
Limes 2/ Box 0 0 0 na na
Oranges 2/ Box 291 3.89 4.42 13.6% 51.9%
Tangelos 2/ Box -0.22 1.42 0.74 -47.9% -436.4%
Tangerines 2/ Box 9.26 11.05 9.88 -10.6% 6.7%
Temples 2/ Box 1.28 4.89 2.05 -58.1% 60.2%
Apples, fresh 3/ Lb. 0.152 0.217 0.214 -1.4% 40.8%
Grapes Ton 0 0 0 na n‘a
Peaches Lb. 0 0 0 na na
Pears, fresh 3/ Ton 252 282 276 -2.1% 9.5%
Strawberries, fresh Lb. 1.07 1.34 1.06 -20.9% -0.9%
Asparagus 4/ Cwit. 256 218 198 -9.2% -22.7%
Broccoli 4/ Cwit. 323 55.3 75.8 37.1% 134.7%
Cantaloupes Cwit. 0 0 0 n‘a na
Carrots 4/ Cwit. 16.7 19.3 19.3 0.0% 15.6%
Cauliflower 4/ Cwit. 375 65.5 40.7 -37.9% 8.5%
Celery 4/ Cwit. 15 10.1 17.4 72.3% 16.0%
Sweet Corn 4/ Cwit. 35.1 24.8 28 12.9% -20.2%
Cucumbers 4/ Cwt. 0 0 0 na na
Lettuce 4/ Cwit. 232 26.2 36.5 39.3% 57.3%
Onions 4/ Cwt. 14.1 9.48 8.39 -11.5% -40.5%
Snap Beans 4/ Cwit. 69.4 58.7 58.5 -0.3% -15.7%
Tomatoes 4/ Cwit. 288.7 40.5 26.8 -33.8% -90.7%

1/ Preliminary.

2/ Equivalent on-tree returns.

3/ Equivalent packinghouse-door returns for CA and NY (apples only), OR (pears only), and
WA (apples, peaches, and pears). Prices as sold for other states.

4/ Fresh-market, FOB shipping point.

Weight per box of citrus.

Grapefruit : AZ, CA =67 Lbs., Florida= 85 Lbs., and Texas = 80 Lbs. per box.
Lemons: AZ, CA = 76 Lbs. per box.

Limes: Florida = 88 Lbs. per box.

Oranges: AZ, CA =75 Lbs,, Florida= 90 Lbs., and Texas = 85 Lbs. per box.
Tangelos and Temples: Florida 90 Lbs. per box.

Note: Zeroes indicate insufficient information or insufficient sales to establish a price.
Source: National Agricultural Statistics Service (NASS), USDA.
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